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executive director. The privately owned horses produce boarding 
fees and the charitable organization was supposed to pay for the 
boarding of their horses but had not paid any fees due to lack of 
funds. A creditor challenged the debtor’s eligibility for Chapter 
12 as a family farmer. The case had been converted from Chapter 
7 and the debtor argued that the conversion precluded any further 
challenge to the debtor’s eligibility for Chapter 12. The court found 
that the conversion was done improperly in that all parties did 
not receive notice of the conversion motion and no hearing was 
provided; therefore, the conversion did not preclude a challenge 
to the eligibility of the debtor. The court examined several factors 
but held that the debtor’s horse boarding and training operation 
was not a farming operation because the debtor did not raise the 
horses for sale as livestock.  In re Jones, 2011 Bankr. LEXIS 
2982 (Bankr. D. Or. 2011).
FEDERAL TAX
 DISCHARGE.	The	debtors,	husband	and	wife,	filed	for	Chapter	
7	in	January	2011.	The	debtors	did	not	file	an	income	tax	return	for	
2001 even though warned by their tax return preparer. The debtors 
filed	for	a	filing	extension	until	August	2002.	A	partial	payment	
was received in April 2002.  In 2004, the IRS made an assessment 
of	the	remaining	2001	taxes.	In	August	of	2006,	the	debtors	filed	
their 2001 income tax return. The debtors argued that the taxes 
were	dischargeable	because	they	filed	a	return.	The	court	held	that,	
under	Section	523(a),	a	return	filed	after	an	assessment	of	taxes	
did not qualify as a return for purposes of dischargeability under 
523(a)(1)(B)(i); therefore, the 2001 taxes were non-dischargeable. 
In re Wogoman, 2011-2 U.S. Tax Cas. (CCH) ¶ 50,593 (Bankr. 
D. Colo. 2011).
FEDERAL FARM
PROGRAMS
 CROP  INSURANCE. The  FCIC has issued proposed 
regulations amending the Catastrophic Risk Protection Endorsement 
to clarify existing policy provisions and to incorporate changes that 
are consistent with those made in the Common Crop Insurance 
Policy Basic Provisions and to incorporate provisions regarding 
catastrophic risk protection coverage for area yield plans from 
the Group Risk Plan of Insurance Basic Provisions. The proposed 
changes will be effective for the 2013 and succeeding crop years. 
76 Fed. Reg. 50929 (Aug. 17, 2011).
ANIMALS
 COW.  The plaintiff was injured when the plaintiff’s car collided 
with a cow owned by the defendant. The evidence showed that 
two gates were open which allowed the cow to wander on to the 
highway. The defendant alleged that an unknown third party had 
opened the gates. The trial court found the defendant 85 percent at 
fault and the plaintiff 15 percent at fault. The trial court had based 
its negligence ruling on the defendant’s use of twine to secure 
the gates, which the court found to be unreasonable due to the 
defendant not living on the farm. The court found that there was 
also evidence that cows had escaped before on several occasions 
and that the cows were underfed, making them more likely to try 
to escape.  Finally, the court found that the farm had experienced 
several acts of vandalism which would have led a reasonable owner 
to put locks on the gates. The appellate court held that the trial 
court had substantial evidence to support its ruling of 85 percent 
negligence on the part of the defendant.   Moe v. Graber, 2011 
Wash. App. LEXIS 1696 (Wash. Ct. App. 2011).
BANkRUPTCy
GENERAL
 DISCHARGE.  The debtor was employed and had a hog raising 
operation.	The	debtor	filed	for	Chapter	7	and	failed	to	disclose	
on the bankruptcy schedules all income and assets from the hog 
operation and the sale of various pieces of equipment and and also 
failed to fully report all business transactions.  A creditor moved to 
deny discharge under Section 727 for concealing property with the 
intent to defraud creditors. The debtor’s main excuse was that the 
debtor felt that the hog operations were not reportable because they 
lost money and the directions for the bankruptcy schedules were 
not	clear.		The	court	held	that	the	debtor	had	sufficient	business	
experience and knowledge to understand that all business assets 
and transactions were required to be reported in the bankruptcy 
schedules. The court granted the motion and denied discharge.  In 
re Freese, 2011 Bankr. LEXIS 2453 (Bankr. N.D. Iowa 2011).
CHAPTER 12
 ELIGIBILITy.  The debtor owned a 22 acre farm on which 
the debtor operated a horse boarding and training activity. The 
debtor also provided riding lessons and competed in horse 
shows.  The facility contained about 45 horses, three owned by 
the debtor, 15 owned by unrelated parties and the rest owned by 
a horse rescue charitable organization, of which the debtor was 
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 FEDERAL ESTATE
AND GIFT TAXATION
 DISCLAIMERS. The decedent’s will included a bequest to 
an heir of a portion of the residuary estate. The will provided 
that, if the heir predeceased the decedent, the heir’s share would 
pass to the heir’s children. The heir disclaimed the bequest and 
the property, in the form of stock in several corporations, was 
transferred to the heir’s children. The IRS determined that, under 
Mississippi law, the disclaimed interest would not pass under 
the will but would pass under intestacy law because the will had 
no provision for passage of disclaimed property.  The Tax Court 
agreed with the IRS interpretation of Mississippi law and ruled 
that the disclaimed stock passed by intestacy back to the heir; 
therefore, the subsequent transfer of the stock to the children was a 
taxable gift. On appeal the appellate court reversed and remanded, 
holding that Mississippi’s anti-lapse statute, Miss. Code Ann. § 
91-5-7	(1972)	provides	that	when	the	deceased	beneficiary	is	a	
child of the testator, the bequest does not lapse, but passes as 
if the legatee had survived the testator and then died intestate. 
Therefore, the heir’s disclaimer did not cause the bequest to pass 
under intestacy rules but as if the heir survived. The court also 
noted that the decedent’s intent was clear that the heir’s bequest 
would pass to the heir’s children.  Therefore, the disclaimer was 
effective to pass the bequest to the children without gift tax. 
Estate of Tatum v. United States, 2011-2 U.S. Tax Cas. (CCH) 
¶ 60,625 (5th Cir. 2011), rev’g and rem’g, 2010-2 U.S. Tax Cas. 
(CCH) ¶ 60,607 (S.D. Miss. 2010).
 GENERATION SkIPPING TRANSFERS. The settlor 
created a trust prior to September 25, 1985 for three grandchildren 
and their heirs. The trustee petitioned a state court for permission 
to split the trust into three sub-trusts, one for each grandchild, 
with each sub-trust receiving one-third of the trust assets and each 
trust retaining the provisions of the original trust. The IRS ruled 
that the division of the trust did not subject the resulting trusts to 
GSTT. Ltr. Rul. 201133007, May 17, 2011.
 POWER OF APPOINTMENT. The taxpayer was the 
surviving spouse of the decedent. The decedent and taxpayer had 
created a trust which, on the death of the decedent, was split into 
three trusts, a marital trust, a by-pass trust and a survivor’s trust. 
The taxpayer discovered that a provision of the trust erroneously 
provided that, on the death of the decedent, the trustee was to pay 
all the surviving spouse’s debts, expenses and death tax from the 
trust and then charge those payments against the assets of the 
bypass trust. The taxpayer petitioned a local court to change the 
provision to charge the expenses against the survivor’s trust. The 
IRS ruled that the change did not create a power of appointment 
over the trust.  Ltr. Rul. 201132017, May 10, 2011.
 FEDERAL INCOME 
TAXATION
 ALIMONy. The taxpayer was divorced and, under the 
divorce decree, was required to pay the mortgage, taxes, and 
insurance on the marital home in which the ex-spouse continued 
to reside. The decree also provided that, if the home was sold, 
the proceeds would be used to pay off the mortgage but the 
taxpayer was to continue to pay the ex-spouse the pay-off 
amount at 8 percent interest until the original mortgage period 
expired.  The home was sold and the taxpayer started making 
the payments. The taxpayer claimed the payments as alimony 
deductions but the IRS disallowed the deductions. The court 
held that the payments were not alimony because they would 
not terminate upon the ex-spouse’s death but were tied to the 
original mortgage term.  Moore v. Comm’r, T.C. Memo. 2011-
200.
 BUSINESS EXPENSES. The taxpayer operated a farm labor 
contractor business with substantial income and expenses. The 
IRS disallowed deductions for expenses for which the taxpayer 
did not have any receipts or other written substantiation. 
The court held that the disallowed deductions were properly 
disallowed for lack of substantiation.  Sucilla v. Comm’r, T.C. 
Memo. 2011-197.
 The taxpayer invested in a thoroughbred horse mare leasing 
investment scheme using loans from the scheme promoters to 
create net operating losses which were carried back to prior 
tax years to create refunds. The court held that the expense 
deductions were not allowed under I.R.C. § 162 because the 
taxpayer did not carry on a trade or business of horse breeding. 
The taxpayer was merely a passive investor in the scheme 
operated by the scheme’s promoters. The court also held that 
the expenses were not allowed under I.R.C. § 212 because there 
was	 insufficient	 substantiation	of	 the	 expenses	 to	 determine	
whether they were reasonable and necessary. The court held 
that the taxpayer was not liable for accuracy-related penalties 
because the taxpayer relied on professional tax advisors who 
were themselves misled by the scheme’s promoters.  Van 
Wickler v. Comm’r, T.C. Memo. 2011-196.
 CHARITABLE CONTRIBUTIONS. Under I.R.C. § 
642(c)(1), if a trust makes a charitable contribution paid after 
the close of a taxable year and on or before the last day of the 
year following the close of such taxable year, then the trustee 
may elect to treat such contribution as paid during such taxable 
year. The taxpayer trust made a charitable contribution in one tax 
year and wanted to make the election to treat the contribution 
as made in the prior tax year but the trustee failed to make a 
timely election as provided by Treas. Reg. § 1.642(c)-1(b)(2). 
The IRS granted an extension of time to make the election.  Ltr. 
Rul. 202232005, June 3, 2011.
 CORPORATIONS
 ORGANIZATIONAL EXPENSES. The IRS has adopted as 
final	and	temporary	regulations	relating	to	elections	to	deduct	
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start-up expenditures under I.R.C. § 195, organizational 
expenditures of corporations under I.R.C. § 248, and 
organizational expenses of partnerships under I.R.C. § 709. 
The American Jobs Creation Act of 2004 amended these 
sections to provide similar rules for deducting these types of 
expenses that are paid or incurred after October 22, 2004. The 
regulations affect taxpayers that pay or incur these expenses 
and provide guidance on how to elect to deduct the expenses 
in accordance with the new rules. As amended by section 
902(a) of the 2004 Act, I.R.C. § 195(b) allows an electing 
taxpayer to deduct, in the taxable year in which the taxpayer 
begins an active trade or business, an amount equal to the 
lesser of (1) the amount of the start-up expenditures that relate 
to the active trade or business, or (2) $5,000, reduced (but not 
below zero) by the amount by which the start-up expenditures 
exceed $50,000. The remainder of the start-up expenditures is 
deductible ratably over the 180-month period beginning with 
the month in which the active trade or business begins.  As 
amended by section 902(b) of the Act, I.R.C. § 248(a) allows 
an electing corporation to deduct, in the taxable year in which 
the corporation begins business, an amount equal to the lesser 
of (1) the amount of the organizational expenditures of the 
corporation, or (2) $5,000, reduced (but not below zero) by 
the amount by which the organizational expenditures exceed 
$50,000. The remainder of the organizational expenditures 
is deductible ratably over the 180-month period beginning 
with the month in which the corporation begins business. 
As amended by section 902(c) of the Act, I.R.C. § 709(b) 
allows an electing partnership to deduct, in the taxable year 
in which the partnership begins business, an amount equal to 
the lesser of (1) the amount of the organizational expenses of 
the partnership, or (2) $5,000, reduced (but not below zero) 
by the amount by which the organizational expenses exceed 
$50,000. The remainder of the organizational expenses is 
deductible ratably over the 180-month period beginning with 
the month in which the partnership begins business. 76 Fed. 
Reg. 50887 (Aug. 10, 2011).
 DEPENDENTS. The taxpayer was divorced and the divorce 
decree provided for child support payments by the taxpayer. 
The parents were awarded joint custody but their two children 
spent most of each year with the ex-spouse. The taxpayer 
claimed dependency exemption deductions, the child tax 
credit, and  the additional child tax credit but did not attach to 
the return a written declaration that the ex-spouse signed which 
waived the ex-spouse’s right to claim dependency exemption 
deductions for the children. The court held that the taxpayer 
was not entitled to claim the children as dependents and was 
therefore not entitled to the child tax credit or additional child 
tax credit.  Phillip v. Comm’r, T.C. Memo. 2011-199.
 DISASTER LOSSES. On July 22, 2011, the President 
determined that certain areas in New Hampshire are eligible 
for assistance from the government under the Disaster Relief 
and Emergency Assistance Act (42 U.S.C. § 5121) as a result 
of	severe	storms	and	flooding	which	began	on	May	26,	2011.	
FEMA-4006-DR. On July 22, 2011, the President determined 
that certain areas in Wyoming are eligible for assistance from 
the government under the Act as a result of severe storms and 
flooding	which	began	on	May	18,	2011.	FEMA-4007-DR. On 
July 25, 2011, the President determined that certain areas in 
Kentucky are eligible for assistance from the government under 
the Act as	a	result	of	severe	storms	and	flooding	which	began	
on June 19, 2011. FEMA-4008-DR. On July 28, 2011, the 
President determined that certain areas in Minnesota are eligible 
for assistance from the government under the Act as a result of 
severe	storms	and	flooding	which	began	on	July	1,	2011.	FEMA-
4009-DR. On July 29, 2011, the President determined that certain 
areas in Kansas are eligible for assistance from the government 
under the Act as a result of severe storms and tornadoes which 
began on May 19, 2011. FEMA-4010-DR.  On August 8, 2011, 
the President determined that certain areas in Utah are eligible 
for assistance from the government under the Act as a result 
of	flooding	which	began	on	April	18,	2011.	FEMA-4011-DR. 
Accordingly, taxpayers in the areas may deduct the losses on 
their 2010 federal income tax returns. See I.R.C. § 165(i).
 EMPLOyEE BENEFITS. The taxpayers, husband and wife, 
had owned and operated a farm for over 20 years when, on the 
advice of a CPA, the taxpayers entered into an employment 
agreement under which the wife was to be paid a monthly salary 
and medical expenses reimbursement in compensation for tasks 
completed on the farm. The Tax Court found that the wife did 
perform those tasks and that the monthly salary, less withholding, 
was paid.  The husband obtained a medical reimbursement plan 
under AgriPlan through AgriBiz which obtained health insurance 
for the taxpayers and children. The husband paid the premiums 
for this policy. The taxpayers incurred medical expenses in one 
tax year and the husband included deductions for the insurance 
premiums and the medical expenses on Schedule F as employee 
benefit	program	expenses.	The	Tax	Court	held	that	the	insurance	
premiums did not qualify for the deduction because the insurance 
policy was not obtained by the husband for the wife and the wife 
was	not	a	bona	fide	employee.	The	Tax	Court	also	held	that	the	
medical expenses were also not deductible because the taxpayers 
failed to provide credible evidence that the expenses were 
incurred by the wife and paid by the husband as an ordinary and 
necessary expense of the farm business. On appeal, the appellate 
court reversed and remanded, holding that the determination as 
to	whether	the	wife	was	a	bona	fide	employee	was	to	be	made	
using the common law agency doctrine. The court noted that the 
medical expenses were not paid from a personal joint account but 
were paid from a business account on which the wife’s signature 
was required by the bank. The appellate decision is designated 
as not for publication.  See also Harl, “Can Section 105 Plan 
Costs be Deducted on Schedule F?” 18 Agric. L. Dig. 105 (2007). 
Shellito v. Comm’r, 2011-2 U.S. Tax Cas. (CCH) ¶ 50,595 (10th 
Cir. 2011), rev’g and rem’g, T.C. Memo. 2010-41.
 EMPLOyEE COMPENSATION. The taxpayer operated an 
accounting business and claimed a deduction for wages paid to 
the taxpayer’s daughters for administrative work. The taxpayer 
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did not present cancelled checks, Forms 1099-MISC, Forms W-
2,  or any tax withholding evidence for the wages. The taxpayer 
claimed that the wages were paid by the taxpayer’s payment 
of the daughters’ credit card bills. The court held that the wage 
deductions were properly disallowed for lack of substantiation. 
Bulas v. Comm’r, T.C. Memo. 2011-201.
 HOME OFFICE. The taxpayer operated an accounting 
business out of a bedroom in the taxpayer’s residence. The 
taxpayer had a bathroom constructed across the hall from the 
bedroom for use by clients; however, the bathroom was open 
for use and was used by family members on occasion. The court 
held that only the bedroom, which was used exclusively for 
the	accounting	business	activities,	was	eligible	for	home	office	
expense deductions. Bulas v. Comm’r, T.C. Memo. 2011-
201.
 INNOCENT SPOUSE. The taxpayer and former spouse 
filed	a	joint	return	for	2004	which	included	primarily	business	
income and expenses from the former spouse’s business. The 
couple divorced in 2005 after an extended history of physical 
abuse against the taxpayer.  Although the taxpayer worked as 
an employee in that business, the taxpayer had no access to the 
financial	records	of	the	company.	The	2004	return	was	prepared	
by	a	CPA	and	was	filed	during	the	divorce	proceedings	and	the	
taxpayer signed the return without reviewing the information. 
The IRS assessed taxes based on unreported business income 
and disallowed business deductions and the taxpayer sought 
innocent spouse relief from the taxpayer’s liability for the unpaid 
taxes. The court held that the taxpayer was entitled to relief from 
liability because the taxpayer had no knowledge of the business 
affairs,	the	return	was	filed	during	the	divorce,	the	couple	was	
legally	separated	when	 the	 return	was	filed,	and	 the	 taxpayer	
relied	on	the	CPA	to	properly	file	the	return.		Pounds v. Comm’r, 
T.C. Memo. 2011-202.
 PARTNERSHIPS
 ADMINISTRATIVE ADJUSTMENTS. A petition for review 
has	been	filed	with	 the	U.S.	Supreme	Court	 in	 the	 following	
case. The taxpayer was a partner in a limited partnership. The 
partnership	filed	its	1999	federal	tax	return	on	April	20,	2000,	
showing	a	net	 loss.	The	 taxpayer	filed	a	personal	 income	 tax	
return which included the taxpayer’s share of the partnership loss. 
In	December	2004,	the	IRS	issued	a	notice	of	final	partnership	
administrative adjustment (FPAA) which adjusted the partnership 
basis in property such that the net loss was reduced. The taxpayer 
filed	an	objection	to	the	FPAA	as	untimely	filed	past	the	three	
year statute of limitations provided by I.R.C. § 6229(a). The 
IRS argued that the extended six-year statute of limitations of 
I.R.C.	 §	 6501(e)(1)(A)	 allowed	 the	filing	 of	 the	FPAA.	The	
trial court held that, because the original partnership return 
included the basis item, the extended six year limitation period 
did	not	apply	and	the	FPAA	had	to	be	filed	within	three	years;	
therefore, the FPAA was invalid and the court had no jurisdiction 
to	enforce	it.		In	2010,	the	IRS	adopted	final	regulations		which	
stated: “an understatement of gross income resulting from an 
overstatement of unrecovered cost or other basis constitutes an 
omission from gross income for purposes of 6501(e)(1)(A).” 
Treas. Reg. §301.6229(c)(2)-1(a)(1)(iii). On appeal the appellate 
court reversed, holding that the regulations were a reasonable 
interpretation of the statute and could be applied retroactively to 
impose the six year statute of limitation.  Grapevine Imports, 
Ltd. v. United States, 2011-1 U.S. Tax Cas. (CCH) ¶ 50,264 
(Fed. Cir. 2011), rev’g and rem’g, 2007-2 U.S. Tax Cas. (CCH) 
¶ 50,555 (Fed. Cls. 2007).
 PASSIVE ACTIVITy LOSSES. The taxpayer was employed 
part-time as a librarian in the tax year when the taxpayer 
purchased two homes, initially for personal use but later for 
renting. The second home was a manufactured home and had to 
be	moved	several	times	to	find	a	suitable	location.	Neither	home	
was rented during the tax year. The taxpayer failed to provide 
documentation of the amount of time spent on purchasing, 
locating and renting the homes. The court held that the taxpayer 
was not eligible for deducting the loss on the activity because the 
taxpayer was not actively involved in a real estate business, the 
taxpayer was not a real estate professional, and the taxpayer’s 
gross income exceeded the limit for the $25,000 exception 
of	I.R.C.	§	469(i).	The	appellate	court	affirmed	in	a	decision	
designated as not for publication.  Hill v. Comm’r, 2011-2 U.S. 
Tax Cas. (CCH) ¶ 50,579 (5th Cir. 2011), aff’g, T.C. Memo. 
2010-200.
 PENALTIES. The IRS has adopted as final regulations 
regarding the suspension of interest, penalties, additions to tax, or 
additional	amounts	under	I.R.C.	§	6404(g).	The	final	regulations	
explain the general rules for suspension and exceptions to 
those general rules, and incorporate a special rule from Notice 
2007-93, 2007-2 C.B. 1072, regarding the effective date of the 
changes to section 6404(g) made by the Small Business and 
Work	Opportunity	Tax	Act	of	2007.	The	final	regulations	affect	
taxpayers	who	file	timely	individual	income	tax	returns	and	who	
fail	to	receive	notification	from	the	IRS	of	additional	tax	liability	
within the time period prescribed by Section 6404(g). 76 Fed. 
Reg. 52259 (Aug. 22, 2011). 
 QUARTERLy INTEREST RATE. The IRS has announced 
that, for the period October 1, 2011 through December 31, 2011, 
the interest rate paid on tax overpayments decreases to 3 percent 
(2 percent in the case of a corporation) and for underpayments 
decreases to 3 percent. The interest rate for underpayments by 
large corporations remains at 6 percent. The overpayment rate 
for the portion of a corporate overpayment exceeding $10,000 
decreases to 0.5 percent. Rev. Rul. 2011-18, I.R.B. 2011-39.
 RETURNS. The IRS has published information on how to 
obtain	a	previously	filed	tax	return.	There	are	three	options	for	
obtaining free copies of a federal tax return information – on 
the web, by phone or by mail. The IRS does not charge a fee 
for transcripts, which are available for the current and past three 
tax years. A tax return transcript shows most line items from the 
tax	return	as	it	was	originally	filed,	including	any	accompanying	
forms	and	schedules.	It	does	not	reflect	any	changes	made	after	
the	return	was	filed.	A	tax	account	transcript	shows	any	later	
adjustments either the taxpayer or the IRS made after the tax 
return	was	filed.	This	 transcript	 shows	basic	 data,	 including	
marital	status,	type	of	return	filed,	adjusted	gross	income	and	
taxable income. To request either transcript online, go to www.
irs.gov and use the online tool called Order A Transcript. To 
disallowed most of the travel expenses because the taxpayer failed 
to document the business expenses for trips which also involved 
personal activities. Westerman v. Comm’r, T.C. Memo. 2011-
204.
FARM ESTATE AND 
BUSINESS PLANNING
by Neil E. Harl
Now also available in eBook format for all 
digital readers, including kindle, Nook, Android, 
Blackberry and iPad/iPhone 
and a PDF version for computers
 The Agricultural Law Press is honored to publish the 
completely revised and updated 16th Edition of Dr. Neil E. Harl’s 
excellent guide for farmers and ranchers who want to make the 
most of the state and federal income and estate tax laws to assure 
the	 least	 expensive	 and	most	 efficient	 transfer	 of	 their	 estates	
to their children and heirs.  This book contains detailed advice 
on assuring worry-free retirement years, using wills, trusts, 
insurance and outside investments as estate planning tools, ways 
to save on estate settlement costs, and an approach to setting up 
a plan that will eliminate arguments and friction in the family. 
Federal estate taxation has undergone great changes in recent 
years and this book sorts out these changes for you in a concise 
manner. FEBP also includes discussion of employment taxes, 
formation and advantages of use of business entities, federal 
farm payments, state laws on corporate ownership of farm land, 
federal gift tax law, annuities, installment obligations, charitable 
deductions, all with an eye to the least expensive and most 
efficient	transfer	of	the	farm	to	heirs.
 Written with minimum legal jargon and numerous examples, 
this book is suitable for all levels of people associated with farms 
and ranches, from farm and ranch families to lenders and farm 
managers. Some lawyers and accountants circulate the book to 
clients as an early step in the planning process. We invite you to 
begin your farm and ranch estate and business planning with this 
book and help save your hard-earned assets for your children.
 We also offer an eBook version of Farm Estate and Business 
Planning, for the lower price of $25.00. The digital version is 
designed for use on all eBook readers’ formats. Please specify 
your reader when you order an eBook version.  A PDF version is 
also available for computer use at $25.00.
 Print and digital copies can be ordered directly from the Press 
by sending a check for $35 (print version) or $25 (eBook or PDF 
version) to Agricultural Law Press, 127 Young Rd., Kelso, WA 
98626. Please include your e-mail address if ordering the eBook 
version	and	the	digital	file	will	be	e-mailed	to	you.
 Credit card purchases can be made by calling Robert at 360-
200-5666 in Kelso, WA.
 For more information, contact robert@agrilawpress.com.
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order by phone, call 800-908-9946 and follow the prompts in 
the recorded message. To request a 1040, 1040A or 1040EZ tax 
return transcript through the mail, complete IRS Form 4506T-
EZ, Short Form Request for Individual Tax Return Transcript. 
Businesses, partnerships and individuals who need transcript 
information from other forms or need a tax account transcript 
must use the Form 4506T, Request for Transcript of Tax Return. 
If the taxpayer orders online or by phone, the taxpayer should 
receive	the	tax	return	transcript	within	five	to	10	days	from	the	
time the IRS receives the request. Allow 30 calendar days for 
delivery of a tax account transcript if the taxpayer orders by 
mail. If the taxpayer still needs an actual copy of a previously 
processed tax return, it will cost $57 for each tax year ordered. 
Complete Form 4506, Request for Copy of Tax Return, and mail 
it to the IRS address listed on the form for the taxpayer’s area. 
Copies are generally available for the current year and past six 
years. Please allow 60 days for actual copies of the return. The 
fee for copies of tax returns may be waived if the taxpayer is in 
an area that is declared a federal disaster by the President. Visit 
www.irs.gov, keyword “disaster,” for more guidance on disaster 
relief. IRS Summertime Tax Tip 2011-19.
	 The	IRS	has	adopted	as	final	regulations	providing	guidance	
as to the only ways to establish prima facie evidence of delivery 
of	 documents	 that	 have	 a	 filing	 deadline	 prescribed	 by	 the	
internal revenue laws, absent direct proof of actual delivery. The 
regulations	provide	that	the	proper	use	of	registered	or	certified	
mail, or a service of a private delivery service designated under 
criteria established by the IRS, will constitute prima facie 
evidence of delivery. The regulations affect taxpayers who mail 
federal tax documents to the IRS or the United States Tax Court. 
76 Fed. Reg. 52561 (Aug. 23, 2011).
SAFE HARBOR INTEREST RATES
September 2011
 Annual Semi-annual Quarterly Monthly
Short-term
AFR  0.26 0.26 0.26 0.26
110 percent AFR 0.29 0.29 0.29 0.29
120 percent AFR 0.34 0.34 0.34 0.34
Mid-term
AFR  1.63 1.62 1.62 1.61
110 percent AFR  1.79 1.78 1.78 1.77
120 percent AFR 1.95 1.94 1.94 1.93
Long-term
AFR 3.57 3.54 3.52 3.51
110 percent AFR  3.93 3.89 3.87 3.86
120 percent AFR  4.30 4.25 4.23 4.21
Rev. Rul. 2011-20, I.R.B. 2011-36.
 THEFT LOSSES. The taxpayer’s apartment suffered 
storm	damage	 and	 the	 taxpayer	 filed	 a	 theft	 loss	 claim	with	
the apartment management for the theft of a computer during 
an inspection of the damage. The court held that no theft loss 
deduction was allowed because the taxpayer provided no other 
evidence to support the theft except the claim letter.  Cahill v. 
Comm’r, T.C. Memo. 2011-203. 
 TRAVEL EXPENSES. The taxpayer was employed full 
time but also was involved in musical performance activities. 
The taxpayer claimed deductions for travel expenses for trips to 
several cities to record music CDs and music videos. The court 
 
AGRICULTURAL TAX SEMINARS
by Neil E. Harl
  Join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain insight and understanding from 
one of the country’s foremost authorities on agricultural tax law.
 The seminars will be held on two days from 8:00 am to 5:00 pm. Registrants may attend one or both days, with separate pricing 
for	each	combination.	On	the	first	day,	Dr.	Harl	will	speak	about	farm	and	ranch	income	tax.	On	the	second	day,	Dr.	Harl	will	cover	
farm and ranch estate and business planning. Your registration fee includes written comprehensive annotated seminar materials 
for the days attended and lunch. E-mail robert@agrilawpress.com for a brochure.
 Two locations and dates to chose from:
 September 12-13, 2011,  Fargo, ND   Holiday Inn, 3803 13th Ave. South, Fargo, ND  58103 ph. 701-282-2700
 September 15-16, 2011, Sioux Falls, SD  Ramkota Hotel, 3200 W. Maple St., Sioux Falls, SD 57107  ph. 605-336-0650
 The topics include:
 
 The seminar registration fees for current subscribers	(and	for	each	one	of	multiple	registrations	from	the	same	firm)	to	the	
Agricultural Law Digest, the Agricultural Law Manual, Farm Estate and Business Planning or Principles of Agricultural Law 
are $225 (one day) and $400 (two days).
 The registration fees for nonsubscribers are $250 (one day) and $450 (two days). Nonsubscribers may obtain the discounted 
fees by purchasing any one or more publications. See www.agrilawpress.com for online book and CD purchasing.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
 Agricultural Law Press
 127 Young Rd., Kelso, WA  98626
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Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
Second day
FARM ESTATE AND 
BUSINESS PLANNING
New Legislation 
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Traps in severing joint tenancies
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special use valuation
 Property included in the gross estate
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Generation-skipping transfer tax, including
  later GST consequences for transfers in
  2010
 Taxable estate
	 The	unified	credit	and	other	credits
	 Unified	estate	and	gift	tax	rates
 Basis for deaths in 2010 
 Federal estate tax liens
Gifts
	 Reunification	of	gift	tax	and		estate	tax
 Gifts of property when debt exceeds basis
Use of the Trust
Multiple Entity Business Planning
The General Partnership
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
The Closely-Held Corporation
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
Status of the Corporation as a Farmer
 The regular method of income taxation
 The Subchapter S method of taxation
Financing, Estate Planning Aspects and
  Dissolution of Corporations
 Corporate stock as a major estate asset
 Dissolution and liquidation
 Reorganization
Social Security
 In-kind wages paid to agricultural labor
First day
FARM INCOME TAX
New Legislation
Reporting Farm Income
 Leasing land to family entity
 Items purchased for resale
 Items raised for sale
 Crop insurance proceeds
 Sales of diseased livestock
 Gains and losses from commodity futures
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Farm lease deductions
 Preproductive period expense provisions
 Paying wages in kind
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Sale and gift combined.
Like-kind Exchanges
 Requirements for like-kind exchanges
     What is “like-kind” for realty
    Partitioning property
